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FEDERAL RESERVE BOARD
An official staff interpretation of Regulation Z, which implements the Truth in
Lending Simplification and Reform Act, has been proposed by the Board (see
the 5/27/81 Fed. Reg., pp. 28560-610). The commentary applies to open-end
and closed-end consumer credit, and is intended to replace all individual
interpretations and be the sole source for interpreting the regulation.
Compliance with the simplified regulation becomes mandatory on 4/1/82, but
creditors may begin to comply with it immediately. Comments are requested
by 7/10/81, and should include a reference to TIL-1. For additional infor
mation contact Gerald Hurst at 202/452-3667 for Subparts A,B and Appendices
and Susan Werthan at 202/452-3867 for Subparts C,D and Appendices.
GENERAL ACCOUNTING OFFICE
The Regulatory Information System, intended to improve Federal and State energy
regulation, has delivered "virtually none of the promised benefits," according
to a recent GAO report, Millions Wasted Trying to Develop Major Energy Infor
mation System. Developed in the early 1970's by the Federal Power Commission,
the system sought to save Federal and State regulators large amounts of money
and improve regulatory effectiveness by providing computerized access to
current energy data. Despite the investment of millions of dollars, the
system failed due to poor:
(a) planning, an adequate cost-benefit analysis
was never performed; (b) development, a format for reporting data was never
refined; and, (c) implementation, the system was used prematurely and incor
rectly. In order to rectify this serious waste, the GAO recommends the
Secretary of Energy formally document and communicate to the public plans
for the future use of the system concept and its software and establish
procedures for reviewing the development of current and future energy systems.
Copies of the report may be obtained by contacting the GAO at 202/275-6241 and
requesting document AFMD-81-40.
1981 revisions to the GAO "yellow book", Standards for Audit of Governmental
Organizations, Programs, Activities and Functions, is now available from the
U.S. Government Printing Office, and supercedes the 1972 and 1974 editions of
the standards and the March 1979 booklet titled "Additional GAO Audit Stand
ards, Auditing Computer-Based Systems." Copies of this revision, at a cost of
$4, are available by calling the GPO at 202/783-3238.
SMALL BUSINESS ADMINISTRATION
Proper 8 (a) program opportunities must also provide for firms to exit the program
after an appropriate period of time, not necessarily an exit preceded by
successful completion, according to testimony by SBA Administrator Michael
Cardenas in a 5/21/81 appearance before the House Subcommittee on SBA and
SBIC Authority, Committee on Small Business. Acknowledging problems with
SBA administration which did not reflect the intent of the Small Business
Act, Mr. Cardenas enumerated steps which he believed would improve the 8 (a)
program:

assure that all 8(a) portfolio firms are small by SBA size standards;

publish in the Federal Register a proposed regulation setting forth criteria
and methodology for arriving at a mutually agreed upon Fixed Program Parti
cipation date; establish a temporary moratorium on the acceptance of new
applications for participation in the 8(a) program until a procedure could
be developed to comply with Public Law 96-481; issue directions that all
requirement offerings from procuring agencies in excess of $2,000,000 be
referred to the Central Office; and restructure the authorization level of
the Regional Administrators in the use of advance payments made to subcon
tractors.
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on all new SBIC license and transfer control applications (see the 5/26/81
Fed. Reg, page 28270). For further information contact Peter F. McNeish
at 202/653-6848.
TREASURY, DEPARTMENT OF
A rule which would allow voluntary withholding of income from annuity payments has
recently been proposed by the IRS (see the 5/19/81 Fed. Reg., pp. 27537-58).
The proposal would permit a payee of an annuity to request that the payor of
the annuity withhold a specific whole dollar amount from each annuity payment.
The payor must comply with the request until the payee terminates the request.
Comments are requested by 7/20/81. For additional information contact Barry
Wold at 202/566-3459.
The use of farm or real property valued under Section 2032A of the IRC to satisfy
a pecuniary bequest was the subject of recently proposed rulemaking from
the IRS (see the 5/28/81 Fed. Reg., pp. 28677-79). The proposals, under
tax code Section 1040, are proposed to conform the regulations to section 401
(c) (2) (A) of the 1980 Crude Oil Windfall Profit Tax Act, which among other
things, repealed the carryover basis provision. Under the proposed rules,
if the executor of an estate satisfies the right of a qualified heir to
receive a pecuniary bequest, with property valued under Section 2032A, the
estate will recognize gain only to the extent that the fair market value
of the property on the date of exchange exceeds the fair market value of
the property on the date of death or alternative valuation date, determined
without regard to Section 2032A. Comments and requests for a public hearing
must be delivered or mailed by 7/20/81. For additional information contact
Stephen Small at 202/566-3238.
SPECIAL:

SENATOR SASSER PROMOTES "SINGLE AUDIT" CONCEPT BEFORE AICPA CONFERENCE

"Financial Accountability in the 1980’s" was the topic of an address by Sen.
James Sasser (D-TN) before the AICPA's National Conference on the Single
Audit Concept and Current Developments Relating to Audits of Federally
Assisted Programs on 5/18/81. Appearing before 350 Conference participants,
Sen. Sasser stated that better auditing of Federal grants will provide more
flexibility in the Federal aid program while "... at the same time have a good
means of providing accountability in the grant process." Citing support
from the GAO and the House Government Operations Committee for the "single
audit" concept, Sen. Sasser further stated: "However, the ultimate key to
the ’single audit concept’ rests with the use of qualified auditors. And by
qualified auditors I mean certified public accountants because you have met
the most stringent requirements of your profession. And it has been and will
remain my position that the grant audits called for in the auditing provisions
of my comprehensive grant reform legislation will only be done by certified
public accountants." Sen. Sasser's grant reform bill in the 96th Congress,
S. 878, was passed by the Senate last year, but not acted upon by the House.
S. 807, a bill introduced this year by Sen. William Roth (R-DE), is very
similar to S. 878, and is awaiting action by the full Senate (see the 5/25/81
Wash. Rpt.).
SPECIAL:

HOUSE SUBCOMMITTEE PLANS ADDITIONAL HEARING INTO IG PROGRAM

An additional oversight hearing on the statutory offices of Inspector General will
be held on 6/3/81 by the House Subcommittee on Intergovernmental Relations and
Human Resources, Government Operations Committee, according to a 5/28/81 news
release from the Committee. According to this release, all 16 IG positions
have been vacant since 1/20/81 and while prospective nominees have been announced
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for almost all vacancies, only three nominations have actually been sent to
the Senate for confirmation. The Subcommittee hearing will begin at 10:30 a.m.
in room 2203 of the Rayburn House Office Building. Edwin L. Harper, Chairman
of the President’s Council on Integrity and Efficiency, and Deputy Director of
OMB, will be the principal witness. The release also stated that "particular
attention" will be given during the hearing to: the slow pace at which IG
nominations are being submitted to the Senate; and the adequacy of personnel
and other resources available to Office of the IG.

SPECIAL:

AICPA TESTIFIES ON GROUP LEGAL SERVICES PLAN

A clarification and expansion of services allowable under IRC Section 120 dealing
with group legal services was proposed by Stephen Bleyer, CPA, appearing on
behalf of the AICPA’s Federal Tax Division at 5/22/81 hearings on S.1039 before
the Subcommittee on Taxation of the Senate Finance Committee. S.1039 is a bill
which would make permanent the exclusion of amounts received under a qualified
group legal services plan. Mr. Bleyer’s testimony was aimed at clarifying the
definition of the term "legal services" so that tax services provided by a CPA,
an enrolled agent, or a public accountant working independently of an attorney
would be allowable under Section 120. The effect of the proposed regulations
under current IRC Section 120 is to allow attorneys bo provide tax services as
part of a qualified group legal services plan, thereby giving lawyers a com
petitive advantage, since an independent CPA legally performing the same tax
services would not be covered under the plan. The AICPA feels an expansion of
the statutory language to allow equal treatment where the same service can
legally be performed by either an attorney or a CPA is the most appropriate
solution. An alternative, however, would be to provide that the term "legal
services" will be strictly construed to mean services that can only by per
formed by a lawyer. With this change any reimbursements made by an employee
t o an employee for tax services would be handled under the rules of Sections
162 and 213(3).

For additional information, please contact Jim Kovakas,
Gina Rosasco, Nick Nichols or Kathee Baker
at 202/872-8190.
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